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Introduction 


This  chapter  serves  as  an  introduction  to  the  body  of  the  report.  This 
chapter  includes: 

•  Background  on  the  study 

•  The  scope  of  the  study 

•  A  description  of  the  methodology 

•  Differentiation  of  the  terms  "Systems  Implementation"  and  "Systems 
Integration"  used  in  this  study 


A   

Background 

Digital  needs  to  understand  the  decision  process  used  by  senior,  non-IS 
executives  in  the  banking  and  investment  sector  when  they  address  a 
business  problem  with  an  information  technology  component.  Digital 
wants  to  ensure  that  it  receives  equal  consideration  in  the  decision  process 
involving  major  business  opportunities. 

There  are  two  areas  of  business  opportunity  involved: 

•  Systems  integration  projects  (defined  in  Section  D)  or  other  large  imple- 
mentation project. 

•  Strategic  consulting  assignments  that  may  lead  to  systems  integration 
projects. 

Digital's  priority  is  understanding  the  decision  process  involving  systems 
integration  projects. 

Digital  engaged  INPUT  to  conduct  face  to  face  interviews  in  order  to 
better  understand  the  decision  processes  of  these  executives. 
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The  interviews  addressed  issues  that  bear  directly  on  Digital  (or  other 
firms)  being  selected  to  provide  IT  solutions  to  business  problems  in  the 
banking  and  investment  industry.  These  issues  include 

•  Which  vendors  are  initially  called  in  when  there  are  business  problems 
with  an  information  technology  component? 

•  How  important  are  prior  relationships  (versus,  for  example,  general 
reputation)?  What  kind  of  relationships  are  most  important  (e.g.,  man- 
agement consulting  versus  business  re-engineering  versus  systems 
integration)? 

•  How  is  the  list  of  vendors  established  or  added  to? 

•  How  open  is  the  process?  Is  the  same  short  list  called  back  repeatedly? 
If  so,  how  do  new  firms  break  in? 

•  What  is  the  general  importance  of  such  factors  as  understanding  a 
general  business  area,  in-depth  knowledge  of  a  particular  application  or 
technical  knowledge? 

•  Given  the  factors  for  which  a  vendor  is  considered,  how  well  do  selected 
vendors  (including  DEC)  meet  these  factors  (and  why)? 

•  To  what  extent  are  internal  units  (e.g.,  internal  consulting  or  IS)  in- 
volved in  the  process?  Why? 

•  How  does  a  problem  under  consideration  move  from  the  "talking  stage" 
to  the  action  stage?  Which  potential  vendors  are  left  behind  and  why? 

•  What  selection  criteria  are  used  to  select  a  winning  vendor?  How  formal 
is  the  process?  If  Digital  was  involved,  why  did  it  win  or  lose? 

•  How  do  the  processes  described  above  differ  from  those  followed 
several  years  ago?  Are  significant  changes  expected  in  the  next  few 
years? 

•  To  what  extent  are  the  outcomes  in  the  questions  raised  above  influ- 
enced by  such  issues  as  the  type  of  operating  unit  within  a  bank  or 
brokerage,  the  importance  of  a  problem,  the  perceived  significance  of 
the  technical  component,  the  unit's  and/or  firm's  profitability,  or  the 
project  size? 
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How  important  is  it  to  be  involved  in  very  early  high-level  consulting 
engagements  to  be  considered  for  later  planning,  design  and  implemen- 
tation? 


INPUT  and  staff  from  the  Digital  Banking/Investment  unit  met  on  March 
10  to  review  the  issues  to  be  addressed  and  potential  interview  targets. 
INPUT  prepared  an  interview  guide  to  address  the  issues  raised  under 
"Scope,"  above.  The  interview  guide  was  reviewed  by  Digital;  the  inter- 
view guide  is  in  Appendix  B* 

INPUT  interviewed  executives  from  April  to  mid- June  1992.  Ultimately 
19  companies  were  interviewed;  these  are  listed  in  Exhibit  1-1. 


EXHIBIT  1-1 


Firms  Interviewed 


Banc  One 

Franklin  Resources 

Bank  America/Security  Pacific 

Merrill  Lynch 

Bank  of  New  York 

Morgan  Stanley 

Bankers  Trust 

Nomura  Securities 

Bear  Stearns 

Prudential  Bache 

Chase  Manhattan 

Republic  National  Bank 

Chemical  Manufacturers 

Salomon 

Citicorp 

Shearson 

First  Chicago 

Sumitomo  Bank 

Fleet/Norstar 
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The  interviews  were  difficult  to  arrange,  not  so  much  because  the  respon- 
dents were  unwilling  to  be  interviewed,  as  because  of  time  constraints. 

•  Partly,  this  was  due  to  the  senior  positions  of  many  of  the  respondents. 

•  However,  INPUT  also  believes  this  was  due  to  a  fact  alluded  to  in  a 
number  of  the  interviews  themselves:  the  general  pace  has  picked  up 
markedly  across  wide  sections  of  the  financial  services  industry.  This 
quickening  of  activity  has  had  a  direct  bearing  on  some  of  the  findings 
of  this  study. 

The  interviews  themselves  were  very  productive: 

•  Respondents  were  uniformly  frank  and  forthcoming.  In  some  cases 
respondents  shared  copies  of  confidential  business  plans  or  drafts  of 
vendor  requirements.  Obviously,  respondents  accepted  the  fact  that  their 
views  would  remain  confidential. 

•  It  soon  became  apparent  that  respondents  wished  to  talk  on  subjects  even 
broader  than  the  issues  set  forth  in  the  interview  guide.  They  wished  to 
talk  on  the  entire  relationship  between  business  issues  and  systems 
development.  Interviews  averaged  over  an  hour,  in  one  case  for  two- 
and-one-half  hours. 

As  noted  in  the  original  proposal,  in  some  cases  the  user  executives  ad- 
vised INPUT  to  interview  a  systems  executive,  either  one  attached  to  the 
user  department  or  in  the  central  IS  organization.  For  a  number  of  firms 
INPUT  held  multiple  interviews,  either  because  that  was  the  advice  of 
initial  interviewees  or  to  confirm  the  situation  in  more  fragmented  organi- 
zations. INPUT  conducted  a  total  of  31  interviews.  In  some  cases  respon- 
dents preferred  for  scheduling  reasons  to  conduct  interviews  on  the  tele- 
phone, when  initially  contacted.  Exhibit  1-2  summarizes  the  types  of 
individual  respondents  interviewed. 
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EXHIBIT  1-2 


Individual  Respondent  Profiles 


Vice 
President 


Executive  VP/ 
Vice  Chairman 


Senior  Vice 
President 


By  Area  of 
Responsibility 

Corporate  IS  / 

/  32% 


Line  management 
(including  user  IS) 


Number  of  individual  respondents:  31 


With  few  exceptions  the  findings  were  remarkably  similar  across  different 
categories  of  firms.  For  example, 

•  INPUT  had  hypothesized  that  there  might  be  variations  between  firms 
that  were  making  good  profits  and  those  that  were  not;  this  was  not  the 
case. 
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•  INPUT  and  Digital  believed  that  results  might  differ  depending  on 
whether  "pure"  users  or  technically-oriented  respondents  were  inter- 
viewed. Again,  the  information  provided  was  very  similar;  the  "war" 
between  IS  and  users  may  be  drawing  to  a  close. 

•  There  also  appeared  to  be  few  differences  between  functional  units  with 
different  business  responsibilities  within  an  institution. 

•  The  only  real  differences  found  was  in  the  two  Japanese  firms  contacted. 
In  both  cases,  they  could  report  very  little  since  decisions  were  made  in 
Tokyo;  INPUT  believes  that  the  problems  affecting  Japanese  financial 
institutions  has  at  least  temporarily  put  systems-related  decisions  in  the 
U.  S.  in  abeyance. 

After  interviews  were  completed,  INPUT  grouped  and  analyzed  the 
information  into  the  different  categories  of  interest. 

On  June  5,  1992,  INPUT  and  Digital  held  a  telephone  conference  where 
INPUT  reviewed  preliminary  findings.  Digital  requested  that  more  detail 
be  included  on  the  project  implementation  side  of  the  process,  which  has 
been  expanded  for  this  report.  INPUT  prepared  an  earlier  version  of  this 
report  on  June  30,  1992. 

In  making  observations  in  this  report,  INPUT  has  relied  almost  exclu- 
sively on  the  results  of  the  financial  services  firms  interviews.  INPUT  has 
crosschecked  these  findings  against  other  recent  research  in  analogous 
areas  for  consistency. 




Systems  Implementation  and  Systems  Integration 

1.  Overview 

The  focus  of  this  study  is  understanding  how  systems  implementation 
vendors  are  selected  in  the  banking/investment  sector.  "Implementation" 
can  consist  of  a  number  of  components;  the  major  components  include  the 
following: 

•  Project  management 

•  Implementation  specifications 

•  Custom  software  (developed  in  one  or  several  phases) 

•  Software  products 

•  Hardware  products  (acquired  in  one  or  several  phases) 

Until  recently,  there  were  generally  separate  selection  processes  for 
different  implementation  components.  Now,  however,  there  is  an  increas- 
ing likelihood  that  implementation  selection  will  be  made  for  several  (or 
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components  of  a  system  at  one  time.  When  this  is  the  case,  "systems 
implementation"  becomes  "systems  integration." 

One  user  executive  noted,  "Systems  integration  is  what  we  are  doing, 
although  it  sounds  too  complex.  It  is  actually  a  matter  of  having  a  vendor 
or  inside  office  take  charge  of  all  parts  of  a  project  which  is  less  complex 
than  the  committee  approach  to  projects  that  had  prevailed  during  the 
80s." 

Exhibit  1=3  illustrates  these  relationships  graphically. 


EXHIBIT  1-3 


Implementation  Components 


management 


Implementation 
specifications 


Custom  software 
(Phase  1) 


Custom  software 
(Phase  2) 


Software 
products 


J 


Hardware 
(Phase  1) 


J 


Hardware 
(Phase  2) 


>  Systems  integration 


Source:  INPUT 
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2.  Systems  Integration  Services 

Systems  integration  (SI)  provides  an  applications  solution  to  an  informa- 
tion system,  networking,  or  automation  requirement  through  the  custom 
selection  and  implementation  of  a  variety  of  information  system  products 
and  services.  A  systems  integrator  is  responsible  for  the  overall  manage- 
ment of  a  systems  integration  project  and  is  the  single  point  of  contact  and 
responsibility  for  the  delivery  of  the  specified  system  function,  on  sched- 
ule and  at  an  agreed-upon  price.  The  major  components  include: 

•  Equipment  -  information  processing  and  communications  equipment 
required  to  build  the  application. 

•  Software  products  -  prepackaged  applications  and  systems  software 
products 

•  Professional  services  -  the  value  added  component  that  adapts  the 
equipment  and  develops,  assembles,  or  modifies  the  software  and  hard- 
ware to  meet  the  system's  requirements.  It  includes  consulting,  pro- 
gram/project management,  design  and  integration,  software  develop- 
ment, education  and  training. 

•  Other  services  -  most  systems  integration  contracts  include  other  ser- 
vices and  product  expenditures  that  are  not  easily  classified  elsewhere. 
This  includes  items  such  as  engineering  services,  computer  supplies,  and 
business  support  services  and  supplies. 

3.  Vendor-Provided  Systems  Integration  Services 

Systems  integration  services  can  be  provided  by  in-house  staff  or  by 
vendors.  Vendors  are  assuming  an  increasingly  important  role  in  the 
process  because  of  their  experience  in  managing  the  entire  process  as  well 
as  their  experience  in  specific  vertical  applications.  A  CIO  added,  "SI 
vendors  also  know  ways  of  demonstrating  or  discussing  solutions  that 
satisfy  the  concerns  of  users." 

Exhibit  1-4  shows  the  size  and  forecasted  growth  rate  for  systems  integra- 
tion services  in  the  banking/investment  sector  based  on  prior  INPUT 
studies.  Exhibit  1-5  shows  the  breakout  of  SI  components  across  all 
sectors.  (Sector-by-sector  variation  is  relatively  small.) 
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Banking  and  Investment  Sector 
Systems  Integration  Market,  1992-1997 
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Commercial  Systems  Integration  Market 
by  Component,  1991-1996 
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4c    SI  Examples  from  the  Banking/Investment  Sector 

One  example  of  an  SI  relationship  is  the  conversion  of  retail  deposit  and 
lending  applications  by  EDS  at  Signet  Banking  Corporation,  which  EDS 
will  manage  after  conversion. 

•  EDS  will  utilize  a  combination  of  its  own  software  products  as  well  as 
software  at  SIGNET  and  that  of  other  vendors  that  were  in  use.  Some 
Signet  and  vendor  software  will  be  modified. 

•  All  activities  including  the  acquisition  of  enhanced  telecommunications 
services  and  computer  equipment  as  well  as  software  acquisition  and 
modification  will  be  managed  by  EDS. 

Another  example  of  an  SI  project  concerns  a  trading  application  at  a  large 
New  York  bank.  Services  have  been  upgraded  and  expanded  through  the 
use  of  new  workstations,  software  modification,  and  new  minis  to  inter- 
face the  workstations  with  mainframes. 

•  This  project  had  a  hardware  vendor  acting  as  the  lead  vendor.  The 
vendor  made  decisions  together  with  a  committee  of  users.  The  user 
most  concerned  with  the  project  stated  emphatically,  "Having  a  lead 
vendor  resulted  in  many  of  the  advantages  of  SI  since  that  vendor  expe- 
dited the  activities  of  other  vendors  and  put  pressure  on  users  to  main- 
tain a  schedule." 


•  Other  vendors  were  brought  in  as  suppliers  were  needed.  The  final 
choice  of  minis  was  based  on  availability  of  hardware  and  system 
software  for  quick  delivery.  The  specific  supplier  of  the  equipment  was 
not  as  critical  in  planning  as  other  elements  of  the  project.  Echoing  the 
thoughts  of  several  user  and  departmental  IS  managers,  one  user  asked, 
"Is  the  equipment  choice  as  essential  as  making  decisions  about  vendors 
and  implementation  approaches  so  that  we  can  get  going?" 


E  

Organization  of  This  Report 

The  remainder  of  this  report  is  organized  as  follows: 

•  Chapter  II:  Executive  Summary 

•  Chapter  EI:  The  Systems  Implementation  Process 

•  Chapter  IV:  The  Process  for  Identifying  Potential  Implementation 
Suppliers 
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•  Chapter  V:  Digital's  Position  as  a  Systems  Implementation  Vendor 

•  Chapter  VI:  The  Linkage  Between  Strategic  Consulting  and  Systems 
Implementation 

•  Chapter  VII:  Recommendations 

•  Appendix  A:  General  Trends  in  the  Banking  and  Investment  Industry 

•  Appendix  B:  Interview  Guide 
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Executive  Summary 


a   

Background 

This  project  was  initiated  to  understand  the  decision  process  used  within 
major  banks  and  investment  firms  to  select  vendors  for  systems  implemen- 
tation projects. 

During  the  Spring  of  1992  INPUT  conducted  31  in-depth  interviews  with 
decision  makers  in  U.S.-based  banks  and  investment  firms. 


B  

User  Department  Involvement 

User  departments  have  the  major  responsibility  for  initiating  systems 
projects  about  two-thirds  of  the  time  (Exhibit  II- 1).  Users  are  almost 
always  involved  in  the  other  one-third  of  cases  in  association  with  the  IS 
department  or  executive  management  The  situation  is,  however,  fairly 
volatile  in  most  organizations,  with  different  players  often  involved 
depending  on  the  situation. 
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EXHIBIT 


Major  Responsibility  for  System  Project 
Initiation  in  the  Banking/Investment  Sector 


Source:  Interviews  with  executives  in  banking  and  investment  firms 


c  

Short  Lists 

Both  formal  and  informal  short  lists  are  often  important,  although  the 
trend  is  toward  the  use  of  informal  lists  (Exhibit  II -2).  This  informality  is 
due  to  several  factors: 

•  The  increased  importance  of  end  users  in  the  process. 

•  The  desire  to  speed  up  the  process. 

•  Building  longer  term  relationships  with  certain  vendors. 
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EXHIBIT  11-2 


Importance  of  Short  Lists  for 
Selecting  Implementation  Vendors 
in  the  Banking/investment  Sector 


Formal 
Lists 


Informal 
Lists 


Low 


Medium 
Importance 


High 


H  Current  Importance 
0  Future  Importance 

Source:  Interviews  with  executives  in  banking  and 
investment  firms 


The  reasons  for  being  included  on  short  lists  vary,  as  shown  in  Exhibit 
II-3.  Past  contact  as  well  as  perceived  expertise  are  important.  The  trend 
is  definitely  toward  placing  the  most  value  on  applications  expertise. 
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EXHIBIT  11-3 


Reasons  for  Inclusion  on  Short  Lists 
of  Banking  and  Investment  Firms 
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ES  Current  Importance 
□  Future  Importance 

Source:  Interviews  with  executives  in  banking  and 
investment  firms 


There  is  no  one  activity  that  a  vendor  can  do  which  can  improve  its  being 
considered  for  a  short  list.  In  general,  all  the  actions  that  a  vendor  can 
take  to  bring  itself  to  the  attention  of  a  prospect  are  valuable  (Exhibit  II-4). 
Most  activities  represent  long-term  actions;  however,  using  opportunities 
to  present  client- specific,  applications- specific  information  is  probably  the 
single  most  important  proactive  step  that  can  be  taken. 
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Actions  and  Activities  Which  Can  Improve 
Being  Considered  for  a  Short  List  in 
Banking  and  Investment  Firms 

Action/Activity 

Formal  Vendor  Presentations" 
e  General 

•  Prospect-Specific 

informal  Vendor 
Contacts 

Third-Party  Citations 
(Consultants,  Press) 

Qualification  Investigation 
(by  Prospect) 

References 

•  Formal 

•  Informal 


Low    Medium/     Medium     Medium/  High 
Low  High 

Importance 

Source:  Interviews  with  executives  in  banking  and 
investment  firms 


D  

Vendor  Selection  Criteria 

The  weighted  list  of  vendor  selection  criteria  in  Exhibit  II-5  is  an  impres- 
sive list.  However,  these  criteria  are  rarely  applied  on  a  pure  mathematical 
basis.  The  most  important  factor  to  be  aware  of  is  one  that  is  a  potential 
"knock-out"  factor.  Examples  of  this  can  include  a  solution  that  proposes 
a  non-standard  software  product  or  a  solution  that  users  do  not  find  accept- 
able. 
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Vy 


Average  Rating  for  Vendor  Selection 
Criteria  Reported  by  Respondents 
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4.3 
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W////////////A 


2  3  4 

Importance  Rating 


5  =  High;  1  =  Low 


Source:  Interviews  with  executives  in  banking  and  investment  firms 
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The  Relation  of  Planning  and  Systems  Implementation 


Virtually  all  major  implementation  projects  are  preceded  by  a  planning 
phase.  Often,  this  planning  is  conducted  by  an  external  strategic  planning 
firm.  However,  there  is  almost  always  a  "disconnect"  between  the  plan- 
ning phase  and  the  implementation  phase  (Exhibit  11-6);  Customers 
explicitly  do  not  want  to  have  the  same  firm  plan  and  implement  a  systems 
project 


EXHIBIT  11-6 


Relation  of  Planning 
and  Systems  Integration 


Planning  phase 


I 


Systems 
implementation 
plan 


i 


Implementation 
selection 


I 


Implementation/ 
systems 
integration 


Phase  A 


0 

"Disconnect"  ' 


—  Phase  B 


Source:  INPUT  analysis  basedon  survey 
of  banking  and  investment  firms 
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Implementation  Players 


There  are  many  potential  suppliers  of  implementation  services.  Exhibit 
11-7  shows  the  extent  to  which  different  implementation  players  may  be 
involved  in  different  components  of  the  implementation  process. 
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•  Much  of  the  competition  comes  from  in=house  groups, 

•  Externally,  the  only  players  to  be  active  at  all  levels  are  systems  integra- 
tion firms.  ("Systems  integration"  service  can  be  supplied  by  a  special- 
ist systems  integration  firms,  a  professional  services  firm,  or  a  hardware 
vendor.) 


Digital's  Positioning 

Digital  was  rated  quite  highly  in  terms  of  its  range  of  offerings  and  its 
computer  systems  and  almost  as  highly  in  its  ability  to  perform  network- 
ing and  systems  integration  and  provide  banking/investment  applications. 

•  Digital  was  rated  somewhat  lower  in  its  ability  to  provide  solutions  and 
its  functional  knowledge  of  the  banking  and  investment  industry.  These 
last  two  areas  present  a  positioning  problem  to  Digital,  since  these 
capabilities  are  valued  quite  highly  by  users.  (See  Exhibit  II-8.) 

•  There  is  a  similar  kind  of  positioning  issue  with  strategic  consulting: 
Users  place  a  fairly  high  value  on  this,  but  do  not  at  this  time  rate 
Digital's  capabilities  very  highly.  However,  this  is  probably  less  of  a 
problem,  owing  to  the  "disconnect"  between  strategic  consulting  and 
follow-on  implementation. 
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EXHIBIT  11=8 
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Digital's  Capabilities  and  Their  Overall  Importance 


High 

Range  of 
offerings 

Computer 
systems 

Medium/ 
High 

Networking 
SI 

applications 

Medium 

Solutions 

Functional 
knowledge 

Medium/ 
Low 

Strategic 
consulting 

Low 

Low 


Medium/ 
Low 


Medium 


Medium/ 
High 

General  Importance  of  Capability 


High 


Source:  INPUT  analysis 


n-io 


YNDCI 


VENDORS  IN  THE  BANKING/INVESTMENT  SECTOR 


INPUT 


H  

Recommendations 

Based  on  the  information  from  the  interviews,  INPUT  makes  two  types  of 
recommendations:  those  to  improve  its  chances  of  selection  in  individual 
opportunities  and  those  for  improving  its  longer  term  position. 

•  Individual  Opportunities 

=  Understand  the  formality  and  importance  of  a  short  list,  especially 
which  situational  factors  will  keep  a  vendor  from  getting  onto  a  short 
list 

-  Are  there  explicit  selection  factors?  (If  not,  use  those  in  Exhibit  II-5 
as  a  surrogate.) 

-  Get  in  front  of  and  test  decision  makers  with  alternatives. 
«  Longer  Term  Positioning 

-  Develop  lists  of  action-oriented  personnel  and  keep  in  front  of  them. 

-  Develop  lists  of  potential  projects  and  who  is  involved  with  these 
projects. 
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The  Systems  Implementation 
Process  in  the  Banking/Investment 
Sector 

A  

Introduction 

This  chapter  examines  the  systems  implementation  process  within  the 
banking  and  investment  sector,  focusing  on  the  relationships  between 
systems  implementation  and  systems  integration. 

In  the  research  for  this  project,  INPUT  identified  the  major  functional 
components  of  systems  integration  and,  more  importantly,  the  groups, 
both  within  customers  and  within  vendors  who  were  responsible  for  both 
systems  initiation  and  systems  implementation. 


B  

Relation  of  Planning  to  Implementation  in  Banking  and  Investment  Firms 

This  study  focuses  on  systems  implementation  issues.  However,  imple- 
mentation does  not  take  place  in  a  vacuum.  Most  implementation  projects 
in  the  banking  and  investment  sector  are  preceded  by  a  planning  phase. 

•  It  is  important  to  note  that  there  is  almost  always  a  "disconnect"  between 
planning  and  implementation. 

•  Different  firms  are  generally  used  for  the  planning  and  implementation 
phases  (for  reasons  discussed  in  this  report).  Some  vendors  may  show 
interest  during  planning,  however,  in  order  to  be  ready  to  bid  on  imple- 
mentation. One  user  executive  voiced  the  thoughts  of  several  user 
respondents  in  stating,  "Firms  in  contact  with  a  prospect  during  planning 
can  position  themselves  or  make  suggestions  that  help  them  win  imple- 
mentation assignments." 

•  It  is  extremely  rare  for  planning  and  implementation  to  be  awarded  as  a 
single  contract,  even  in  a  multiphased  contract. 


YNDCI 


m-i 


VENDORS  IN  THE  BANKING/INVESTMENT  SECTOR 


INPUT 


These  relationships  are  shown  graphically  in  Exhibit  EH-L  (Phase  A,  the 
planning  phase,  is  described  and  analyzed  in  Chapter  VI.) 
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Source:  INPUT  analysis  basedon  survey 
of  banking  and  investment  firms 
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Systems  Project  Implementation  in  Banking  and  Investment  Firms 

Based  on  INPUT'S  research  for  this  project,  the  functional  components  of 
systems  implementation  for  most  projects  in  the  banking/investment  sector 
are  grouped  as  follows: 

•  Preparation  of  detailed  systems  implementation  specifications 

•  Production  of  custom  software 

•  Supplying  of  hardware  and  software  products 

The  relationship  between  these  functions  is  shown  in  Exhibit  m-2: 

•  The  selection  and  implementation  of  hardware  and  software  is  depen- 
dent on  the  implementation  specifications. 

•  This  overall  process  is  quite  consistent  from  customer  to  customer 
within  the  banking  and  investment  sector. 


EXHIBIT  111-2 
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EXHIBIT  111=3 


The  critical  variations  are  in  the  particular  groups  involved  in  each  compo- 
nent. Exhibit  III-3  shows  the  internal  and  external  groups  which  are 
potentially  players  in  each  activity. 


Groups  Involved  in  Implementation 
in  the  Banking/Investment  Sector 


Implementation 
Activity 


Prepare  detailed 
implementation 


Produce  custom 
software 


Supply 
hardware/software 
products 


Groups 
Involved 

•  Central  IS 

•  User  IS 

•  User  department 

•  Internal  consultant 
External  consultant 

Central  IS 
User  IS 

Systems  integrator 
Professional  services  firm 

Hardware  vendor 
Software  products  vendor 
Systems  integrator 


Source:  Interviews  with  executives  in  banking  and  investment  firms 


One  of  the  significant  findings  in  this  study  is  the  amount  of  change 
occurring  in  the  way  in  which  implementation  activities  are  handled  in 

the  banking  and  investment  sector.  There  are  many  kinds  of  competitors 
which  may  exist  to  undertake  these  functions. 
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•  For  example,  systems  integration  functions  classically  performed  by 
systems  integration  vendors  are  now  offered  by  internal  IS  organizations 
or  management  consulting  firms,  (These  new  functions  may  or  may  not 
be  called  systems  integration.  As  one  user  executive  said,  however,  "We 
don't  care  what  the  role  is  called  that  ties  everything  together  as  long  as 
one  party  is  in  charge.") 

•  The  older  concepts  of  "in-house"  versus  "vendor"  are  also  somewhat 
simplistic:  There  is  often  as  much  competition  between  different  in- 
house  players  as  there  is  between  in-house  and  vendor  solutions. 

However,  some  of  the  players  are  more  important  than  others  for  provid- 
ing particular  implementation  services. 

•  For  example,  user  IS  and  internal  and  external  consultants  are  the  most 
important  sources  for  preparing  implementation  specifications. 

•  Producing  custom  software  can  be  done  by  internal  IS  groups  (either 
central  or  located  in  user  departments)  or  by  systems  integrators  or 
specialized  professional  services  firms. 

•  Supplying  products  is  the  realm  of  product  producers,  with  the  increas- 
ingly large  exception  of  systems  integrators. 

•  Virtually  any  group  can  play  an  integration  role  in  addition  to  the  spe- 
cialized systems  integration  firms.  The  most  likely  competitors  are  the 
corporate  IS  group,  professional  services  vendors,  or  hardware  vendors. 

Exhibit  ni-4  summarizes  these  player  roles. 

•  Every  player  has  at  least  one  major  role. 

•  Only  systems  integrators  are  primary  players  for  all  implementation 
components. 

•  In  every  component,  competition  is  offered  by  more  than  one  type  of 
player  (and  there  are  multiple  competitors  within  most  vendor-supplied 
components). 


ni-s 


VENDORS  IN  THE  BANKING/INVESTMENT  SECTOR 


INPUT 


EXHIBIT  III-4 


Banking/Investment  Implementation  Players 


Potential 
Implementation 

■  IBB  ftp  B  Sc?  B  B   1  W  Bab  BKBti  <j  B          B  B 

Players 

Implementation  Components 

Prepare  Detailed 
Imnlpmpntation 

II  1  lUlwl  1  iwi  1  IQUvi  1 

Specifications 

Produce 

Custom 
Software 

^uPP'y 
Products 

Integrate 

User/functional 
department(s) 

O 

Central  IS 

O 

• 

• 

User  IS 

• 

• 

O 

Internal  consultant 

• 

External  consultant 

• 

O 

Systems  integrator 

• 

• 

O 

• 

Professional  services 
vendor 

• 

* 

Hardware  vendor 

* 

• 

* 

Software  product 
vendor 

• 

Key: 

•  =  Primary  player 

O  =  Secondary  player 

*  Key  player  when  assuming  that  role 


Source:  Interviews  with 
executives  in  banking 
and  investment  firms 


m-6 


YNDCI 


VENDORS  IN  THE  BANKING/INVESTMENT  SECTOR  INPUT 


D  

Areas  Within  Banking  and  Investment  Firms  Responsible  for  System 
Project  Initiation 

User  departments  generally  play  the  critical  role  in  initiating  projects  to 
respond  to  needs  (see  Exhibit  III- 5). 


EXHIBIT  111=5 


Major  Responsibility  for  System  Project 
Initiation  in  the  Banking/Investment  Sector 
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Source:  Interviews  with  executives  in  banking  and  investment  firms 

User  responsibility  is  explicit  for  significant,  usually  new,  projects  or 
major  upgrades. 

"Maintenance"  activities  are  sometimes  the  responsibility  of  the  IS 
department  or  IS  staff  working  informally  with  midlevel  user  staff. 
Even  here,  the  IS  group  appears  to  have  less  room  for  judgment  than  in 
the  past. 
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•  Users  may  push  local  and  central  IS  to  consider  or  take  new  types  of 
application  directions  (which  also  may  exert  pressure  on  equipment  and 
software  products).  Several  user  executives  stated  the  same  opinion  in 
regard  to  this  point,  "A  demonstration  or  proof  that  a  solution  will  work 
with  little  additional  work  made  us  want  to  get  started." 

The  percents  in  Exhibit  III- 5  slightly  mask  the  influence  that  some  IS 
departments  still  have  within  an  institution. 

•  The  strongest  IS  groups  in  banks  and  investment  firms  have  been  ahead 
of  demand  for  user  control  of  direction  and  have  set  up  user  support 
organizations  that  mirror  the  user  organization.  The  staff  of  these 
support  organizations  are  still  IS  personnel.  They  often  steer  users 
toward  hardware  and  software  products  being  used  in  an  organization  or 
favored  by  central  IS. 

•  Other  IS  departments  are  careful  to  let  user  departments  take  credit  for 
jointly  developed  initiatives.  An  IS  director  said,  "It  would  be  unwise  to 
describe  a  solution  as  the  IS  approach  even  if  it  were;  it  should  be 
identified  as  a  joint  or  user  initiative  in  order  to  expedite  review." 

The  reality  is  that  more  and  more  systems  projects  are  funded  from  user 
budgets  and  not  from  a  central  IS  budget.  This  acts  as  a  long-term  force  in 
moving  control  and  influence  into  user  areas.  Also,  the  increasing  user 
role  in  reshaping  applications  has  brought  more  power  to  users.  This 
power  is  definitely  being  held  in  product  choices  as  well  as  services. 
However,  many  users  are  more  concerned  with  the  solutions  offered  by 
service  firms  (and  sometimes  with  workstations)  than  with  the  merits  of 
one  computing  system  versus  another.  According  to  the  statement  of  a 
CIO  at  a  major  institution,  "I  try  to  maintain  close  relations  with  users  so 
that  I  can  steer  their  ideas  toward  the  workstations  and  architecture  in 
place,  which  can  save  time." 

E  

Examples  of  Project  Initiation 

The  following  are  examples  of  the  systems  project  initiation  process 
observed  in  this  study: 

•  In  a  major  bank,  problems  were  encountered  in  processing  deposit  and 
loan  accounts  as  well  as  general  ledger  data  in  certain  countries  and  then 
transmitting  data  to  New  York  in  time  to  prepare  monthly  reports.  An 
analysis  within  the  International  Department  led  to  contact  with  a  major 
strategic  consulting  firm  that  was  brought  in  to  analyze  the  problem 
more  fully. 
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-  The  departmental  IS  group  was  brought  into  the  discussions  when  the 
strategic  consultant  had  analyzed  the  problem,  developed  functional 
plans  for  problem  resolution,  and  suggested  implementation  alterna- 
tives. 

-  When  it  began  to  appear  that  the  problem  would  have  to  be  resolved 
by  relocating  processing  work  and  incurring  expenditures  well  over  $1 
million,  the  CEO  was  apprised  of  the  situation.  He  asked  that  any 
implementation  plan  that  was  developed  and  appeared  justified  be 
reviewed  with  a  central  systems  group  for  their  comments.  The  user 
executive  stated,  however,  "Little  or  no  change  in  plans  should  result 
from  the  review  since  my  department's  budget  will  bear  the  expense." 

*  A  trading-related  function  at  a  financial  institution  developed  a  plan  for 
an  upgraded  system  that  would  enable  them  to  take  advantage  of  a 
market  opportunity. 

-  These  users  contacted  vendors  of  workstations  and  software  products 
to  help  them  flesh  out  an  implementation  alternative  after  their  func- 
tional plans  were  put  together. 

-  A  departmental  IS  manager,  who  is  concerned  mostly  with  processing 
work,  was  given  a  chance  to  review  the  user  ideas  and  suggest 
changes  to  them.  The  user  executive  describing  this  situation  said, 
"The  IS  manager  will  be  enlisted  to  write  up  the  plan  for  central  IS  if 
it  is  requested." 
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Process  for  Identifying  Potential 
Suppliers  for  Banking/Investment 
Sector  Implementation 

A   

Overview 

This  chapter  focuses  on  the  process  for  identifying  project  implementation 
vendors.  There  are  two  key  issues  to  keep  in  mind: 

•  As  noted  earlier,  it  is  quite  rare  for  a  vendor  to  be  carried  forward  from 
the  planning/consulting  phase  to  the  implementation  phase.  INPUT  is 
aware,  for  example,  that  Booz  Allen  and  McKinsey  are  trying  to  build 
up  their  role  as  an  overall  project  manager  for  external  or  internal 
implementors;  however,  respondents  do  not  generally  see  McKinsey  or 
Booz- Allen  in  this  role. 

*  The  entire  selection  process  has  become  much  less  formal  than  in  the 
past.  In  keeping  with  the  sentiments  of  a  number  of  user  executives,  one 
user  stated,  "We  don't  want  to  have  a  formal  process  that  lengthens  the 
time  to  get  a  solution  and  eliminates  vendors  that  we  know  can  do  the 
job."  Consequendy,  when  reading  the  analysis  on  "short  lists"  and 
"selection  criteria"  the  diminishing  importance  of  these  implicitly  formal 
processes  should  be  kept  in  mind. 


B  

Importance  of  Short  Lists 

Short  lists  are,  overall,  of  medium  importance  to  the  firms  interviewed. 
Short  lists  fall  into  two  categories,  formal  and  informal. 

•  Formal  lists  are  actual  lists  with  at  least  some  structure  to  the  process  for 
getting  onto  the  list. 
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*  Informal  lists,  on  the  other  hand,  may  not  even  be  written  down,  but  are 
mental  lists.  Users  are  most  adamant  about  using  informal  lists.  One 
noted,  "if  a  vendor  has  a  solution  working  elsewhere  that  is  close  to 
what  we  want,  how  can  they  be  dropped  from  consideration  just  because 
they  are  not  on  our  list?" 

•  There  are  wide  variations  in  the  extent  to  which  the  two  types  of  lists  are 
used,  even  in  the  same  institution. 

The  most  important  finding  is  that  the  trends  are  definitely  toward  use  of 
informal  rather  than  formal  lists  (Exhibit  IV- 1).  There  are  several  reasons 
for  this. 


Importance  of  Short  Lists  for 
Selecting  Implementation  Vendors 
in  the  Banking/Investment  Sector 


Formal 
Lists 


Informal 
Lists 


Low 


Medium 
Importance 


High 


£3  Current  Importance 
□  Future  Importance 

Source:  Interviews  with  executives  in  banking  and 
investment  firms 


•  The  increased  importance  of  end  users  in  the  process 

•  The  desire  to  speed  up  the  time  it  takes  to  implement  a  solution 


•  Building  longer  term  relationships  with  systems  integration  vendors  and 
financial  institutions 
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•  The  desire  to  make  use  of  approaches  and  vendors  that  have  been 
marked  with  success  elsewhere 

c  

Short  Lists 

1.    Reasons  for  Inclusion 

During  the  interview  process,  INPUT  probed  on  how  a  vendor  got  on  a 
"short  list"  to  be  considered  for  project  implementation. 

•  Although  formal  lists  are  used,  the  trend  is  toward  more  use  of  informal 
lists  since  users  are  making  more  of  an  effort  to  find  alternatives  that 
appear  attractive  as  solutions.  Respondents  report  that  several  vendors 
maintain  informal  contacts  with  users  that  seem  to  be  more  active  in 
order  to  find  out  what  problems  the  users  have  or  anticipate,  what  is 
really  important  to  them,  and  what  their  hot  buttons  are.  These  vendors 
are  trying  to  anticipate  future  jobs  and  find  ways  to  ensure  that  they  will 
be  considered.  One  CIO  stated,  "I  try  to  stay  aware  of  contacts  that  are 
developing  between  users  and  vendors  because  the  vendors  may  find  out 
about  an  opportunity  before  we  do  and  get  users  excited  about  their 
solution  to  it" 

•  The  ability  to  demonstrate  applications  knowledge  and  expertise  through 
a  presentation  to  a  user  (or  user  and  IS)  is  growing  in  importance  as  a 
result  of  the  increasing  role  that  users  are  playing.  Instances  were  found 
during  this  research  where  proactive  users  were  impressed  enough  by  a 
vendor's  demonstration  of  a  solution  to  start  systems  or  even  program- 
ming work  to  customize  the  demonstration  and  bypass  a  bidding  pro- 
cess. One  user,  who  said  he  had  a  system  running  on  a  workstation, 
said,  "Whether  we  call  this  a  prototype  or  a  demonstration,  it  will  be 
hard  for  central  IS  to  claim  that  it  doesn't  work." 

•  Past  use  of  a  vendor  is  very  important,  but  it  is  declining  in  importance 
as  a  factor  that  will  guarantee  presence  on  a  short  list. 

-  It  will  not  be  as  important  as  technical  compatibility,  price,  or  cer- 
tainly application  expertise  for  many  prospects. 

-  One  IS  respondent  noted,  "Past  use  is  most  useful  in  helping  vendors 
keep  track  of  the  factors  that  are  really  important  in  decisions." 

The  influence  of  the  factors  discussed  above  on  the  development  of  a  short 
list  is  summarized  in  Exhibit  IY-2. 
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Reasons  for  Inclusion  on  Short  Lists 
of  Banking  and  Investment  Firms 


Personal 
Contacts 


Past 
Use 


Technical 
Compatibility 


Price 


Applications 
Expertise 


Low  Medium  High 

Importance 

Current  Importance 
□  Future  Importance 

Source:  Interviews  with  executives  in  banking  and 
investment  firms 


2.    Being  Included  on  a  Short  List 

There  is  no  single  way  to  get  onto  a  short  list  As  far  as  project  implemen- 
tation is  concerned,  proceeding  on  a  broad  front  is  the  most  useful: 

•  Formal  presentations  of  capabilities  and  experience  establish  recognition 
and  minimum  credibility;  it  should  be  stressed  that  this  is  a  precondition 
for  success  but  does  not  guarantee  success.  If  the  presentation  includes 
demonstrations  of  working  solutions,  this  can  have  a  strong  effect  on 
users. 
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e  Unsolicited  presentations  and  demonstrations  that  are  similar  to  potential 
problems  or  opportunities  of  users  can  develop  an  image  that  can  be 
very  useful  when  a  future  opportunity  is  anticipated. 

•  Third  party  information  can  be  important  due  to  its  implied  objectivity. 
This  can  include  articles  showing  successes  in  the  respected  trade  press; 
consultant  reports  and  surveys;  third  party  seminars;  recommendations 
from  planning  consultants. 

•  Prospects  often  perform  their  own  internal  qualification  investigations  in 
preparation  for  projects  in  unfamiliar  areas.  Some  vendors  anticipate 
this  and  try  to  supply  helpful  information. 

•  Formal  references  are  probably  less  useful  than  informal  ones  via  unso- 
licited word  of  mouth.  A  user  executive  echoed  the  thoughts  of  many 
user  departments  when  he  stated,  "News  from  another  institution  about  a 
successful  approach  to  a  problem  is  something  you  want  to  learn  more 
about" 


Exhibit  XV-3  summarizes  these  points. 


Reasons  Banking  and  Investment  Firms 
Use  Different  Vendors  in  Consulting 
and/or  Implementation  Phases 

(In  order  of  general  importance) 

•  Different  skill  sets  in  consulting  and  imiementation: 
Hard  to  find  top  skills  in  a  single  firm 

•  Objectivity 

•  Different  strengths  and  expertise  within  consulting; 
Often,  personal  chemistry 

•  Cost 

•  Unfavorable  experience 

•  Internal  loss  of  control 
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D  

Evaluation  Criteria  Used  for  Selection 


lc    Importance  of  Using  Formal  Criteria 

About  one-quarter  of  respondents  saw  developing  a  list  of  criteria  as  a  task 
of  more  than  medium  importance  (Exhibit  XV-4).  This  is  consistent  with 
the  informality  and  flexibility  of  the  general  process  noted  earlier.  How- 
ever, most  firms  see  the  development  of  a  list  of  criteria  of  at  least  moder- 
ate importance.  The  importance  of  formal  criteria  is  expected  to  decline. 
"Criteria  should  help  you  to  guard  against  problems,  not  to  drop  ap- 
proaches that  you  think  have  a  chance  of  working  in  favor  of  vendors  that 
you  have  misgivings  about,"  noted  a  user  executive. 


EXHIBIT  iV~4 


Importance  of  Using  Formal  Criteria 
for  Selecting  Implementation  Vendors 
in  the  Banking  and  Investment  Sector 

Importance  of 
Formal  Criteria 


Medium/High 


Medium 


Medium/Low 


Low 


Current  Importance 
□  Future  Importance 


0        20       40       60       80  100 
Percent  of  Respondents 

Source:  Interviews  with  executives  in  banking  and  investment  firms 
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2.  Relative  Importance  of  Selection  Criteria 


Exhibit  IV-5  is  a  list  of  the  relative  importance  of  actual  selection  criteria, 
as  extracted  from  the  interviews. 


Average  Rating  for  Vendor  Selection 
Criteria  Reported  by  Respondents 


Price 


User  Acceptability 

Compatibility  with 
Existing  Situation 


Established  standard 
Technical  Risk 

Applications  Knowledge 

Vendor  Flexibility 

Understanding 
of  Function 

Quality  of  Proposal 
Experience 
Technical  Skills 


»— ■  V////////////A 

Local  Resources 
Global  Resources 
Size,  Stability 


3.4 


3.4 


2 


3.1 


A 


3.0 


1 


2  3  4 

Importance  Rating 


5  =  High;  1  =  Low 


Source:  Interviews  with  executives  in  banking  and  investment  firms 
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The  absolute  scores  may  be  somewhat  inflated,  since  INPUT  only  counted 
and  weighted  volunteered  responses.  However,  as  a  guide  to  relative 
importance  the  list  is  valuable: 

•  Price  comes  out  as  being  the  one  of  the  most  important  items  (although 
it  would  rarely  be  able  to  knock  out  a  contender  by  itself)  Price  is  more 
important  in  making  the  ultimate  decision  than  during  the  qualification 
(short  list)  process. 

•  "User  acceptability"  is  something  of  a  catchall  but  very  important:  that 
is,  the  entire  approach  must  strike  a  meaningful  chord  among  key  user 
representatives.  They  must  feel  that  they  can  not  only  use  a  new  system 
but  that  it  will  be  a  real  aid  in  doing  business,  a  step  up  in  capabilities, 
and/or  provide  a  marketing  advantage. 

•  There  is  another  set  of  criteria,  almost  as  important,  that  include  the 

following: 

-  Compatibility  with  the  existing  situation  (the  set  of  applications  or 
functional  organization  presently  in  use,  which  may  include  a  general 
ledger  or  other  application  that  must  continue  to  work  the  same  way) 

-  Conformity  with  customer  standards  (accounting,  IS,  or  other  stan- 
dards) 

-  Understanding  of  the  business  function  and  systems  application.  As 
one  departmental  IS  manager  said,  "How  can  we  feel  comfortable 
with  a  vendor  who  doesn't  show  real  knowledge  about  the  functions?" 

•  General  experience  and  technical  skills  are  somewhat  less  important 
than  the  understanding  of  the  specifics  involved. 

•  Still  more  general  attributes  like  reputation,  resources,  and  size  are  of 
only  moderate  importance  although  they  may  be  discussed  at  length  in 
order  to  ensure  that  there  is  no  real  difficulty  (e.g.,  the  existence  of  a 
very  unhappy  client  with  similar  needs  or  a  financial  setback  for  a 
vendor). 

3.    Criteria  Trends 

How  the  criteria  are  applied  has  changed  somewhat  over  the  last  several 
years,  according  to  respondents.  In  general,  the  change  is  from  a  process- 
oriented  approach  to  one  that  looks  for  actual  practices,  problems,  and 
exceptions.  For  example, 

•  Rather  than  rely  on  a  survey  of  other  users,  prospects  are  more  apt  to 
focus  on  a  close  review  of  a  system  or  a  few  systems  in  use. 

•  Rather  than  rely  on  the  total  technical  capabilities  of  vendors,  prospects 
may  focus  on  vendors'  ability  to  solve  specific  problems.  Several 
respondents  said  the  same  thing  in  regard  to  this  topic,  that  you  can't 
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rely  on  how  many  hardware  and  software  products  a  vendor  has  today. 
The  important  thing,  according  to  these  respondents,  is  whether  they  can 
meet  your  need  better  or  more  rapidly  than  other  vendors. 

•  Where  a  potential  vendor  has  shortages  in  resources  and  support,  pros- 
pects may  evaluate  the  possibility  of  using  the  vendor  together  with  third 
party  support 

•  A  summary  document  that  describes  the  proposed  application  system  or 
equipment  may  be  adequate  rather  than  a  comprehensive  proposal. 

The  way  in  which  the  specific  criteria  are  applied  continues  to  change. 
Exhibit  IV-6  shows  these  changes  for  each  of  the  selection  criteria 
described  in  the  previous  section. 


EXHIBIT  IV-6 


Exampie  of  Changes  In  Vendor  Selection 
Criteria  Reported  by  Users 


Criteria 

Former 

Current 

Price 

Proposal  pricing 

Effective  price 

Compatibility 

Ability  to  work  with  or 
improve  existing  systems 

Conform  to  plans,  or 
contribute  to  solution 

Experience 

Survey  of  users 

Close  review  of  system 
in  use;  problem-solving 
knowledge 

Technical  skills 

Catalog  of  capabilities 

Proven  ability  of  vendor 
and  internal  groups  to 
solve  problems 

Proposal 

Comprehensive 
multivolume 

Summary  document 

Reputation 

Review  of  references, 
surveys 

Search  for  problems 
and  skeletons 

Resources  and  support 

Review  of  capabilities 
and  survey  of  users 

Investigation  of  alternate 
third-party  and  internal 
sources 

Size,  stability 

Long-term  financial 
strength  and  business 
record 

Short-term  assessments 

Source:  Interviews  with  executives  in  banking  and  investment  firms 
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4.  "Knock-Out"  Factors 

In  an  evaluation  of  a  proposal,  certain  factors  can  knock  the  vendor  out  of 
consideration.  Some  of  these,  such  as  the  total  cost  of  a  proposal,  can  be 
derived  from  the  importance  or  weight  given  to  the  criteria  discussed.  The 
impact  of  other  criteria  may  not  be  as  obvious  (or  may  be  inserted  part 
way  through  the  evaluation  process).  Respondents  report  that  several 
vendors  make  an  effort  to  gain  information  about  these  factors. 

•  One  bank  rejected  a  proposed  vendor  solution  because  a  software  prod- 
uct was  not  the  one  selected  by  a  steering  committee  for  this  type  of 
application.  (The  user  department  obtained  an  agreement  to  move  to  the 
software  product  that  they  wanted  within  ten  months,  however.) 

•  User  acceptance  of  or  opposition  to  a  vendor  can  overweigh  the  weight 
of  other  criteria.  Several  IS  respondents  noted  that  they  would  not  try  to 
overcome  user  objections  unless  no  other  alternative  was  available. 

In  one  situation,  a  user  concluded  that  one  hardware  vendor  being  evalu- 
ated was  not  able  to  or  was  not  trying  to  provide  help  that  could  be  under- 
stood (was  not  user  friendly).  Since  the  user  felt  that  the  hardware  choice 
was  not  crucial,  the  selection  of  another  vendor  was  viewed  as  mandatory. 
IS  supported  the  move  since  they  too  felt  the  choice  was  not  crucial. 

In  a  second  instance,  IS  proved  that  one  software  product  would  meet 
more  user  funding  needs  for  an  international  application  involved  with 
lending,  but  dropped  the  recommendation  when  the  user  insisted  on  using 
an  inferior  product  that  was  in  use  at  several  other  banks  which  was 
perceived  to  involve  less  risk  and  would  accomplish  the  job. 

5.  Changes  in  the  Contract  Process 

In  addition  to  criteria  for  selection,  the  interviews  also  show  changes  in 
the  way  that  implementation  project  work  is  contracted  and  managed. 

•  Vendors  are  given  awards  in  phases;  performance  on  one  phase  is 
necessary  to  be  awarded  the  next 

•  Vendors  initiate  work  on  a  project  without  being  granted  a  final  contract 

•  A  team  of  user,  IS,  and,  possibly,  consultants  acts  as  a  contractor  and 
hires  vendors  to  supply  a  solution. 

•  A  vendor  with  limited  experience  is  used  to  coordinate  the  work  of  other 
vendors  under  the  guidance  of  internal  groups. 

•  Individual  user  departments  initiate  separate  vendor  projects  that  IS  may 
be  forced  to  accommodate  or  that  may  result  in  cancellations  after  a 
review  with  IS  and/or  top  management. 
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Exhibit  IV -7  summarizes  these  variants  in  dealing  with  project  implemen- 
tation firms. 


Changes  in  Contract  Process 


•  Phased  awards 

•  Initiation  before  final  award 

•  Teams  as  contractors 

•  Coordination  vendor 

•  Separate,  uncordinated  contracts 


6.    IS  Influence  on  the  Decision-Making  Process 

Reference  was  previously  made  to  the  fact  that  end  user  departments  are 
increasingly  responsible  for  initiating  systems  projects  (Chapter  III, 
Section  D).  However,  it  became  clear  in  the  research  that  the  central 
information  systems  group  still  had  considerable  influence  in  many  cases. 
The  amount  of  influence  was  quite  variable,  even  within  the  same  finan- 
cial institution.  One  CIO  said,  "If  you  are  flexible  and  have  good  systems 
people  assigned  to  work  with  users,  you  can  still  steer  some  decisions." 

The  degree  of  this  influence  is  partly  due  to  immeasurable  quantities  such 
as  personal  relationships.  However,  in  INPUT'S  research  four  factors 
stood  out  as  defining  the  amount  of  influence  of  the  IS  department  on 
vendor  selection  decisions: 

•  The  degree  to  which  business  units  are  independent  within  a  bank  or 
investment  firm  (either  explicitly  or  informally).  The  greater  the  inde- 
pendence, the  less  influence  that  central  IS  has  on  decision  making. 

•  The  location  of  IS  resources  (organizationally,  geographically)  within 
an  organization.  To  the  extent  that  these  resources  are  physically  and 
organizationally  decentralized,  IS  will  have  less  influence. 

•  In  some  organizations,  systems  budgets  are  now  controlled  by  user 
departments.  Where  this  is  so,  IS  has  less  influence.  One  user  executive 
echoed  the  opinion  of  a  number  of  users  in  stating,  "Our  budget  has  to 
absorb  the  charges  since  we  are  supposed  to  be  responsible  for  the 
vendor  decision,  so  we  will  select  the  vendors  and  implementation 
approach." 
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•  Finally,  there  is  the  question  of  the  reputation  and  track  record  of  an  IS 
operation  (either  overall  or  for  a  particular  department).  If  this  reputa- 
tion is  not  good,  IS  influence  will  be  low  (no  matter  what  formal  powers 
it  may  still  have). 

Exhibit  IV-8  shows  these  factors  that  can  affect  the  influence  of  the  central 
IS  department  on  selection  of  implementation  vendor. 


EXHIBIT  IV-8 


Factors  Affecting  Influence  of  Central  IS  versus  End 
Users  in  Implementation  Vendor  Selection 


Factor 

Continuum  of  Influence 
Centra!  IS                               End  User 

Business  unit 
independence 

Location  of  IS 
resources 

Control  of  systems 
budgets 

IS  reputation/record 

Centralized  (IS)  ^             ^  Functional  Units 
Good   ►  Bad 

Source:  INPUT  analysis  basedon  survey  of  banking  and  investment  firms 


•  Note  that  there  is  a  continuum  of  influence  within  each  factor.  It  is  not 
necessarily  a  "yes"  or  "no"  question. 

•  IS  position  could  be  shown  in  graphical  form  (and  could  change  over 
time). 

7.    Decision  Making 

Respondents  indicate  that  some  vendors  suddenly  mention  alternative 
solutions  that  will  result  in  more  benefits  or  cost  much  less  to  implement 
when  they  anticipate  or  learn  that  an  award  will  be  made  for  another 
vendor.  There  may  be  a  rapid  review  of  other  possibilities  if  one  of  these 
approaches  has  a  strong  appeal  for  decision  makers. 

Some  vendors  also  contact  top  management  when  they  suspect  they  will 
not  win  or  after  a  decision  is  made  according  to  respondents. 
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Digital's  Position  Systems 
Implementation  Vendor 

a  

Use  of  Digital  for  Systems  Implementation 

From  the  standpoint  of  the  size  and  number  of  systems  implementation 
projects,  there  is  no  question  that  Digital  is  a  major  systems  implementa- 
tion vendor  in  the  firms  interviewed.  Both  IS  and  user  personnel  sub- 
scribe to  the  statement  made  by  one  CIO,  "You  have  to  consider  what 
IBM  and  Digital  can  offer  when  you  have  a  major  system  problem." 

Based  on  INPUT'S  interviews  for  this  study,  three  vendors  stand  out  from 
the  others:  IBM,  Digital,  and  EDS.  There  are  another  half  a  dozen  firms 
in  a  second  group,  followed  by  many  others  that  have  small,  specialized, 
and/or  episodic  roles.  These  findings  are  broadly  consistent  with  informa- 
tion that  INPUT  has  developed  in  other  studies  concerning  systems  inte- 
gration and  implementation  firms  in  this  sector.  Exhibit  V-1  summarizes 
these  findings. 

Note  that  the  type  of  firm  (computer  systems  manufacturer,  systems 
integrator,  generalise  specialist)  is  less  important  than  experience  and 
perceived  strengths. 

There  are  not  many  signs  that  these  standings  will  change  appreciably  in 
the  near  future.  INPUT  is  aware  that  a  number  of  firms  in  the  "secondary" 
group,  such  as  CSC,  Andersen,  and  several  of  the  Big  6,  are  renewing 
their  efforts  to  become  major  players. 
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EXHIBIT  V-1 


Systems  Implementation  Vendors  in 
the  Banking  and  Investment  Sector 


Major 

oeconoary 

vjtner 

IBM 

^^SC 

Data  General 

DEC 

AMS 

Unisys 

EDS 

Andersen 

CGA 

Comtex 

Logica/Data  Architects 

Coopers  &  Lybrand 

Ernst  &  Young 

Sun  Microsystems 

Source:  Weighted  interviews  (large  institutions  and  large  projects 
given  more  weight.) 
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Digital's  Overall  Image 


Digital  has  an  image  as  one  of  the  top  equipment,  software,  and  services 
vendors.  Digital  is  recognized  particularly  for  its  line  of  minis  at  all  the 
banking  and  financial  institutions  interviewed.  As  one  of  the  CIOs  said, 
"Most  of  the  banks  that  we  are  in  contact  with  are  using  or  considering  the 
use  of  Digital  for  funds  transfer  or  trading  applications." 

All  companies  interviewed  knew  that  Digital  offered  a  range  of  hardware, 
software  products,  professional  and  SI  services,  and  systems  operations. 
Respondents  were  also  aware  of  Digital's  consulting  capability  in  regard 
to  business  needs. 


C  

Digital's  Capabilities 

Digital's  strongest  points  as  perceived  by  the  respondents  in  the  study  are 
as  a  computer  systems  manufacturer  and  the  overall  range  of  products  and 
services  offered  by  Digital. 
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Digital  is  also  seen  as  being  quite  strong  in  the  applications  that  it  offers, 
especially 

•  Funds  transfer 

•  Trading  systems 

•  Clearing  and  accounting 

•  EFT 

•  International  operations 

On  a  more  general  level,  Digital  is  also  seen  as  quite  strong  in  networking 
and  systems  integration  skills. 

However,  Digital  is  perceived  as  only  moderately  strong  in  its  abilities  to 
implement  business  solutions  for  banking  and  investment  firms  and  its 
functional  knowledge  of  the  banking  and  investment  industry;  these  two 
areas  are  interrelated. 

Digital  is  perceived  to  be  weakest  in  its  ability  to  offer  strategic  consulting 
services  to  banking  and  investment  firms.  A  user  noted,  "Digital  doesn't 
seem  experienced  in  knowing  how  to  introduce  consulting  issues  and  get 
us  interested  in  their  ideas.  They  are  too  hard  sell." 

Exhibit  V-2  summarizes  and  ranks  these  strengths. 


Digital's  Perceived  Strength  in 
the  Banking  and  Investment  Sector 


Degree  of  Strength 

Factor/Capability 

High 

•  Computer  systems 

•  Range  of  offerings 

Medium/High 

•  Banking/investment 
applications 

•  Networking 

•  Systems  integration 

Medium 

•  Banking/investment  solutions 

•  Functional  knowledge  of 
banking/investment  industry 

Medium/Low 

•  Strategic  consulting 
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D  

Importance  of  Systems  Implementation  Capabilities  to  Banking  and 
Investment  Firms 

Just  as  important  as  the  strength  of  Digital's  offerings  is  the  general 
importance  of  these  capabilities  to  banking  and  investment  firms. 

*  The  most  important  capabilities  of  systems  implementation  firms  is  the 
ability  to  produce  a  business  solution,  and  being  able  to  supply  func- 
tional knowledge  to  solve  a  problem.  Many  users  would  agree  with  the 
statement  of  one  user  executive,  "What  we  want  a  system  vendor  to  do 
is  install  a  solution,  not  figure  out  what  a  solution  should  be." 

•  Almost  as  important  is  an  implementation  vendor  being  able  to  supply 
banking/investment  applications  and  provide  strategic  consulting,  if 
required. 

*  Somewhat  less  important  are  the  offerings  perceived  as  being  more 
technical:  general  systems  integration  capabilities,  networking,  and 
computer  systems. 

•  The  range  of  offerings  is  the  least  important:  Banking  and  investment 
firms  assume  a  lead  vendor  or  inside  office  will  generally  select  the  best 
vendor  for  a  particular  problem  and  they  see  little  advantage  to  a  "one- 
stop"  solution. 

Exhibit  V-3  summarizes  and  ranks  these  capabilities  by  their  importance 
to  banking  and  investment  firms. 


RsSative  Importance  of  Offerings 
to  Banking  and  investment  Firms 


Importance 

Offering 

High 

•  Banking/investment  solutions 

•  Functional  knowledge 

Medium/High 

•  Banking/investment 
applications 

•  Strategic  consulting 

Medium 

•  Systems  integration 

•  Networking 

•  Computer  systems 

Medium/Low 

•  Range  of  offerings 
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Exhibit  V-4  combines  the  two  preceding  exhibits,  contrasting  the  ranking 
of  Digital's  strengths  to  the  general  importance  of  these  capabilities  to 
banking  and  investment  customers.  Exhibit  V-4  indicates  that  Digital's 
strengths  are  not  wholly  in  line  with  customer  requirements. 


EXHIBIT  V-4 


CO 

CL 

CO 

O 

b 

o 


D) 
C 

CO 


Digital's  Capabilities  and  Their  Overall  importance 


High 

Range  of 
offerings 

Computer 
systems 

Medium/ 
High 

Network!  no 
SI 

appiioations 

Medium 

Solutions 

Functional 
knowledge 

Medium/ 
Low 

Strategic 
consulting 

Low 

Low 


Medium/ 
Low 


Medium 


Medium/ 
High 

General  Importance  of  Capability 


High 


Source:  INPUT  analysis 
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•  Digital's  strongest  areas,  its  computer  systems  and  range  of  offerings, 
are  valued  moderately  by  banking  and  investment  firms. 

•  The  capabilities  on  which  customers  place  the  most  importance,  i.e., 
providing  solutions  and  functional  knowledge,  are  seen  as  areas  where 
Digital  has  moderate  strength. 

Digital  is  much  better  synchronized  with  customer  needs  in  its  applica- 
tions offerings  and  reasonably  well  positioned  in  its  networking  and 
systems  integration  capabilities. 

The  greatest  imbalance  is  in  strategic  consulting.  This  issue  and  the  extent 
to  which  this  should  be  a  concern  to  Digital  is  addressed  in  Chapter  VI. 


E_  

Usage/Acceptability  of  Major  Vendors 

Most  respondents  expect  to  use  Digital  and  IBM  more  than  other  vendors 
for  systems  implementation  and  systems  integration.  There  is  mention  of 
EDS,  Andersen,  AMS,  and  some  smaller  vendors,  but  there  is  not  the 
same  level  of  expectation  in  regard  to  their  use  or  acceptability. 

McKinsey  is  mentioned  as  frequently  as  Digital  and  IBM  overall,  but  only 
in  relation  to  business  planning. 


F  

Digital's  Capabilities  Compared  to  Other  Vendors 

Digital  is  spoken  of  more  often  in  regard  to  network  capabilities  than  other 
vendors  are.  IBM  is  given  slightly  more  recognition  than  Digital  in  terms 
of  knowledge  of  banking  and  investment  applications,  but  McKinsey 
receives  the  highest  mark  in  this  category. 

For  some  applications  such  as  trading  and  funds  transfer,  a  group  of 
respondents  referred  to  Digital  as  the  logical  vendor,  but  several  noted  that 
other  choices  would  also  work.  There  is  not  the  same  weight  given  to 
comparing  computer  systems  as  there  was  several  years  ago. 

Several  user  respondents  spoke  of  the  appeal  that  Sun  presently  had  in 
trading  applications.  The  appeal  had  been  caused  chiefly  by  comments  of 
Sun  users  at  other  institutions.  It  was  not  well  articulated,  but  indicated 
that  users  were  interested  in  gaining  more  capabilities  on  their  desktops. 
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One  factor  uncovered  during  the  study  involved  IBM's  ability  to  address 
technical  opportunities  during  the  planning  and  implementation  process. 
In  one  situation  where  IBM  was  not  awarded  a  planning  assignment,  the 
account  manager  learned  that  technical  people  with  certain  non-IBM 
capabilities  would  be  needed  for  implementation  and  proceeded  to  bid  and 
supply  them  at  a  relatively  low  price.  This  did  lead  to  an  opportunity  to 
supply  hardware  downstream.  The  user  executive  that  provided  this 
information,  stated  "IBM  has  picked  up  jobs  that  pay  pennies  in  the  hope 
of  gaining  additional  works." 
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The  Linkage  Between  Strategic 
Consulting  and  Systems 
Implementation 

In  Section  D  of  Chapter  V  INPUT  found  that  strategic  consulting  was  very 
important  to  banking  and  investment  firms,  but  that  Digital's  perceived 
capabilities  were  not  rated  highly.  This  was  the  largest  gap  found  in  the 
study  between  the  level  of  need  and  Digital's  perceived  ability  to  meet  the 
need* 

The  tighter  the  linkage  between  strategic  consulting  and  project  imple- 
mentation, the  more  important  this  issue  will  be  for  Digital. 


A  

The  General  Relationship  Between  Strategic  Consulting  and  Project 
Implementation  in  the  Banking  and  Investment  Sector 

INPUT'S  research  found  that  the  vast  majority  of  large  systems  implemen- 
tation projects  are  preceded  by  strategic  planning  or  strategic  consulting; 
this  relationship  becomes  less  common  as  the  size  of  the  project  dimin- 
ishes (Exhibit  VI-1). 

The  reason  that  the  phrase  "strategic  planning"  is  used  in  the  preceding 
paragraph  is  that  a  majority  of  these  kinds  of  planning  exercises  are 
performed  internally  by  corporate  staff  (Exhibit  VT-2). 
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Percentage  of  Project  Implementations 
Preceded  by  Strategic  Planning/Consulting 

by  Project  Size 


Size  of  Project 


0       20       40       60       80  100 
Percentage  of  Implementation  Projects 


Source:  INPUT  estimates  based  on  interviews  with  banking  and 
investment  firms 


Source  of  Strategic  Planning/Consulting 


Source:  INPUT  estimate  based  on  interviews 
with  banking  and  investment  firms 
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The  linkage  is  not  absolutely  tight  between  strategic  planning/strategic 
consulting  and  implementation. 

•  Even  in  large  implementations  about  a  tenth  of  implementations  go 
forward  with  only  the  most  cursory  of  prior  planning.  This  can  be 
because 

-  The  need  for  a  project  is  very  obvious  and  there  is  widespread  consen- 
sus, 

-  A  key  person  directs  that  an  implementation  occur, 

-  There  is  no  time  for  planning.  (In  this  case  as  well  as  in  the  two 
mentioned  above,  there  an  be  contact  or  discussions  with  vendors  that 
are  respected  for  strategic  planning  expertise  that  can  influence  imple- 
mentation alternatives.  As  one  user  noted,  "You  can  always  pick  up 
ideas.") 

e  On  the  other  hand,  about  a  quarter  of  planning  exercises  do  not  result  in 
implementation. 

-  This  is  usually  because  the  planning  or  consulting  demonstrates  that 
implementation  should  not  occur,  at  least  in  the  time  or  structure 
previously  assumed. 

-  There  are  many  other  factors  that  can  result  in  consulting  not  resulting 
in  an  implementation  project,  including  lack  of  funds,  changing 
priorities,  combining  projects,  or  internal  politics. 

-  Many  planning  assignments  are  also  carried  out  over  a  period  of  time 
and  may  not  generate  projects  during  the  early  phases.  (In  relation  to 
this  type  of  effort,  a  CIO  said,  "IS  as  well  as  vendors  have  to  keep 
track  of  these  large  consulting  jobs.") 

Exhibit  VI-3  illustrates  these  relationships  described  above. 
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Relationship  of  Planning  and  Implementation 


Source:  INPUT  estimates  based  on  interviews 
with  banking  and  investment  firms 
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B  

The  Strategic  Planning/Consulting  Process 


Exhibit  VI- 4  illustrates  the  steps  and  groups  involved  in  the  strategic 
anning/consulting  process 


EXHIBIT  VI-4 


Strategic  Planning/Consulting  Preceding 
the  Systems  Implementation  Process 
in  Financial  Services  Companies 


Group(s) 
Involved 

e  Executive  management 

•  User  management 

•  Strategic  consultant 

•  Internal  consultant 

•  Ad  hoc  (internal) 

•  Internal  consultant 

•  Strategic  consultant 


Identify  business 
opportunity/problem 


Form  team  for  analysis 
and  recommendations 


I 


Produce  business  plan 

~t — 


Prepare  overview 
systems 
implementation  plan 


Prepare  other 
implementation  plans 


•  Strategic  consultant 

•  Systems  consultant 

•  IS 


t 

!  Disconnect 

'  j 

Source:  INPUT  survey  of  financial  services  firms 


To  Phase  B 
(Implementation) 
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In  most  of  the  firms  interviewed,  user  departments  were  instrumental  in 
bringing  in  strategic  consultants.  Executive  management  was  responsible 
for  initiating  a  relatively  small  number  of  consulting  engagements;  how- 
ever, the  impact  of  these  engagements  is  generally  greater.  (Top  user 
executives  will  usually  be  brought  into  or  take  charge  of  these  efforts.)  IS 
management  is  responsible  for  initiating  a  very  small  number  of  such 
projects;  the  independent  role  of  IS  is  even  smaller: 

•  IS  departments  within  a  user  department  are  nominally  responsible  for 
some  initiation.  One  IS  planner,  who  had  transferred  to  a  user  depart- 
ment, stated,  "I'm  in  charge  of  a  McKinsey  job,  now,  rather  than  getting 
their  ideas  delivered  to  me  as  requirements." 

•  In  other  instances  an  IS  executive  is  marked  for  much  wider  responsi- 
bilities— such  as  a  Marty  Stein  (at  Bank  America)  or  an  Art  Ryan  (while 
he  was  an  IS  executive  at  Chase).  In  these  examples  the  IS  executive 
was  not  operating  in  a  strictly  IS  capacity. 

Exhibit  VI ~5  illustrates  the  approximate  proportion  of  consulting  initiation 
by  different  groups. 


Percentage  of  Strategic 
Consulting  Assignments  Initiated 
by  Different  Types  of  Units  Within 
Banking  and  Investment  Firms 


Central  IS 


Source:  INPUT  estimates  based  on  interviews  with 
banking  and  investment  firms 
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Follow-on  System  Implementation  Resulting  From  Strategic  Consulting 


A  key  issue  is  the  extent  to  which  a  successful  strategic  consulting  assign- 
ment will  result  in  follow  on  systems  implementation  projects  for  a  vendor 
in  the  banking  and  investment  sector. 

One  of  the  findings  of  the  study  was  that  in  only  a  small  number  of  in- 
stances did  a  strategic  consulting  project  result  in  follow-on  project  imple- 
mentation for  the  same  vendor  (see  Exhibit  VT-6). 


EXHIBIT  VI-6 


Percentage  of  Systems  Implementation 
Follow-on  From  Strategic  Consulting 

Follow-on 
5% 


Source:  INPUT  estimates  based  on  interviews 
with  banking  and  investment  firms 


•  There  were  only  a  few  such  examples  of  past  or  current  "unified" 
projects  that  respondents  could  point  to. 

•  More  importantly,  no  respondent  who  had  experience  in  this  kind  of 
project  was  enthusiastic  about  the  experience.  One  user  illustrated  this 
by  stating,  "They  were  more  concerned  with  proving  their  consulting 
ideas  were  right  than  in  compromising  in  order  to  get  the  job  done." 
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The  main  reason  for  this  situation  is  that  users  (and  IS  staff)  see  the  skill 
sets  in  strategic  consulting  and  implementation  as  being  different  enough 
so  that  a  single  firm  is  rarely  seen  as  being  equally  strong  in  all  of  them. 

To  the  extent  that  banking  and  investment  firms  admit  that  it  is  possible 
for  a  single  vendor  to  offer  the  full  set  of  services,  they  are  also  concerned 
that  the  vendor  will  not  be  objective;  i.e.,  the  consultant  will,  consciously 
or  not,  make  recommendations  that  the  consultant  itself  is  best  suited  to 
implement.  Most  of  the  respondents  who  had  used  a  single  supplier  had 
had  performance  problems  or  questions  in  regard  to  objectivity. 

Even  within  a  single  discipline,  such  as  strategic  consulting,  firms  often 
believe  that  some  consultants  are  better  suited  for  particular  assignments 
than  others.  To  some  extent  this  is  because  personal  chemistry  is  very 
important  in  performing  strategic  consulting.  "The  kind  of  people  that  you 
feel  comfortable  planning  with  aren't  always  ready  for  techie  jobs,"  a  user 
executive  noted. 

Cost  is  also  an  issue,  but  generally  a  secondary  one  that  flows  from  more 
important  issues: 

•  If  a  strategic  consultant  is  not  entirely  suited  for  an  assignment,  its 
recommendation  may  be  less  optimized,  more  difficult,  and/or  more 
expensive  to  implement. 

•  Similarly,  if  strategic  consultants  are  not  objective,  their  recommenda- 
tions may  be  more  expensive. 

•  Financial  institutions  also  question  strongly  the  ability  of  a  vendor  to  be 
the  low-cost  supplier  across  a  group  of  different  activities.  A  CIO 
echoed  the  thoughts  of  may  respondents  in  saying,  s'No  one  can  have  the 
most  effective  people  for  every  task.  That's  why  we  are  always  using 
technical  consultants." 

There  was  also  a  feeling  among  some  respondents  of  losing  control  of  the 
process  if  a  single  supplier  handled  the  entire  job.  This  factor  would 
probably  be  more  important  if  the  skill  set  and  objectivity  factors  were  not 
even  more  important,  virtually  controlling  the  situation. 

Exhibit  VT-7  summarizes  these  reasons  for  banking  and  investment  firms 
using  different  vendors  in  the  planning  and  implementation  phases. 
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EXHIBIT  VI-7 


Reasons  Financial  Service  Companies 
Use  Different  Vendors  in  Consulting 
and/or  Implementation  Phases 

*  uiTTerenx  ski  11  sets  required 

•  Objectivity 

•  Different  strengths  within  consulting 

*  Cost 

•  Unfavorable  experience 

•  Internal  loss  of  control 

Several  respondents  mentioned  that  some  consultants  either  do  not,  or  will 
not,  understand  the  firm's  view  of  wishing  to  use  different  vendors  in 
different  phases.  Some  consultants,  especially  Big  6  firms,  will  continue 
to  try  hard  to  make  this  linkage  (either  upstream  from  implementation  or 
downstream  from  consulting);  so  far  these  attempts  seem  to  have  only 
produced  some  ill  will  and  loss  of  credibility  even  though  a  few  Big  6 
firms  can  point  to  limited  successes.  In  these  cases,  the  consulting  was 
packaged  into  the  front  end  of  projects  or  used  in  marketing. 


D  

Competitive  Positioning 


Andersen,  other  Big  6  firms,  EDS,  and  some  smaller  firms  use  strategic 
consulting-like  qualities  effectively  in  selling  (consultative  selling).  They 
bring  opportunities,  problems,  and  possible  solutions  to  the  attention  of 
prospects  through  unsolicited  contacts.  They  make  an  effort  to  make  these 
contacts  seem  like  much  more  than  just  another  sales  call. 

Not  surprisingly,  computer  systems  suppliers  (notably  Digital  and  IBM) 
do  not  rank  well  on  perceived  capabilities  or  objectivity,  although  IBM  is 
seen  as  having  somewhat  more  knowledge  of  applications  and  business 
issues.  Both  firms  are  viewed  as  primarily  technology  firms.  "In  the 
midst  of  talking  about  a  business  problem  that  can  affect  a  new  system, 
they  will  suddenly  tell  you  about  new  technology  or  invite  you  to  a  prod- 
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uct  announcement,"  a  top  user  executive  noted.  One  of  the  study's  find- 
ings is  that  the  typical  executive  in  a  banking  or  investment  firm  has 
relatively  little  awareness  of  the  strategic  consulting  capabilities  of  either 
Digital  or  IBM  (see  Chapter  V). 

A  striking  difference  as  reported  by  respondents  between  Digital  and  IBM 
is  that  Digital  will  maintain  its  efforts  to  market  its  strategic  capabilities  to 
a  customer,  while  IBM  is  said  to  be  more  willing  to  change  to  a  more 
tactical  direction  and  sell  implementation  or  product  services 
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Recommendations 


The  following  recommendations  bring  together  the  action  items  which 
were  brought  up  in  the  prior  chapters.  The  recommendations  are  divided 
into  two  groups: 

*  Action  items  for  individual  implementation  opportunities 

•  Longer  term  actions  which  can  better  position  Digital  among  its 
banking  and  investment  customers 


A  

Recommendations  for  Individual  Implementation  Opportunities 

1.    Short  List 

How  formal  is  the  short  list?  Who  maintains  it?  How  does  the  qualifying 
process  for  a  specific  firm  differ  from  that  of  the  average  firm  (Exhibit 

vn-i)? 

What  factors  might  be  used  to  knock  vendors  off  a.  short  list  as  well  as  get 
them  on? 
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Reasons  for  Inclusion  on  Short  Lists 
of  Banking  and  Investment  Firms 


Personal 
Contacts 


Past 
Use 


Technical 
Compatibility 


Price 


Applications 
Expertise 


Low  Medium  High 

Importance 

E3  Current  Importance 
□  Future  Importance 

Source:  Interviews  with  executives  in  banking  and 
investment  firms 


2.    Selection  Process 

•  Are  there  explicit  selection  criteria  (either  specifically  or  generally)? 

•  What  criteria  are  really  "important  for  this  job"?  (Ask  a  number  of 
people  at  an  account,  users  in  particular.) 

•  If  the  specific  criteria  are  not  known,  use  the  criteria  in  Exhibit  VII-2  as 
a  guide  and  a  "strawman"  with  the  customer. 
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EXHIBIT  VH-2 


Average  Rating  for  Vendor  Selection 
Criteria  Reported  by  Respondents 


Price 


User  Acceptability 

Compatibility  with 
Existing  Situation 

Conformity  with 
Established  standard 

Technical  Risk 


Applications  Knowledge 

Vendor  Flexibility 

Understanding 
of  Function 

Quality  of  Proposal 
Experience 
Technical  Skills 
Reputation 
Local  Resources 
Global  Resources 
Size,  Stability 


1 


2  3  4 

Importance  Rating 


5  =  High;  1  =  Low 


Source:  Interviews  with  executives  in  banking  and  investment  firms 
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•  What  other  factors  were  considered  in  similar  jobs?  (For  example,  the 
ability  of  the  user  department  IS  staff  to  implement  the  job  themselves.) 

•  Test  the  decision-making  users: 

-  Would  they  really  like  to  do  things  the  way  another  institution  is 
doing  them  or  minimize  change  at  this  point? 

-  Do  they  want  more  computing  power  in  their  hands  through  the  use  of 
a  workstation? 

-  Will  the  solutions  to  be  considered  include  only  those  that  will  be 
compatible  with  existing  application  systems  or  include  certain  work- 
station capabilities? 

•  Get  in  front  of  the  user  decision  makers  (and  their  IS  allies)  as  much  as 

possible, 

-  Whenever  possible,  have  users  see  a  demonstration  of  a  system  that  is 
close  to  the  solution  that  they  are  looking  for. 

-  Make  an  effort  to  make  some  sort  of  presentation  to  decision  makers 
during  the  period  a  final  choice  is  being  made. 

•  Be  sensitive  to  the  attitudes  and  characteristics  of  decision  makers. 

-  Some  user  and  IS  executives  feel  that  vendor  representatives  do  not 
focus  on  problems  and  business  issues,  but  bring  up  technical  points  at 
the  wrong  moment. 

-  Several  user  and  IS  executives  stressed  that  they  will  make  time 
available  outside  the  normal  work  day  to  review  ideas.  Although 
these  can  be  informal  meetings,  the  vendor  should  plan  what  topics  to 
address,  based  on  research,  with  staff  reporting  to  the  executive. 


B  

Recommendations  for  Improving  Digital's  Longer  Term  Position 

•  Sales  staff  should  develop  a  list  of  action-oriented  user  and  IS  personnel. 
Find  out  what  the  hot  buttons  are  for  the  user  "pushers." 

-  Keep  in  touch  with  these  people  on  a  regular  basis.  They  will  want  to 
hear  new  information  from  Digital  that  focuses  on  ways  to  meet  their 
business  needs  as  much  as  Digital  needs  to  keep  up  with  their  plans. 
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-  Where  Digital  technical  staff  have  access  to  these  people,  they  should 
take  part  in  the  same  kind  of  information  exchange. 

•  Find  out  if  some  vendors  are  trying  to  get  started  on  jobs  with  users 
before  requests  for  bids  can  be  put  together  and  sent  out. 

e  An  ongoing  effort  should  be  made  to  have  sales  and  consulting  staff 
develop  a  list  of  potential  large  projects  for  individual  accounts  and 
estimate  dates  when  they  will  start  to  be  discussed.  A  picture  of  the 
entire  bank  or  investment  firm  is  optimum. 

•  Due  to  the  decentralized  nature  of  many  institutions,  this  may  have  to  be 
built  up  and  maintained  on  a  functional  or  divisional  basis. 

•  This  is  potentially  very  sensitive  information  both  for  a  vendor  and 
customer.  Therefore  it  should  be  restricted  to  those  with  a  "need  to 
know." 

When  a  decision  appears  to  be  going  against  Digital,  be  prepared  with 
alternative  ideas  for  solutions  that  could  either  accomplish  more  (obtain 
more  benefits)  or  get  started  faster  with  a  limited  and  less  costly  initial 
phase. 


YNDCI 


VII-5 


VENDORS  IN  THE  BANKING/INVESTMENT  SECTOR  INPUT 


YNDCI 


VENDORS  IN  THE  BANKING/INVESTMENT  SECTOR 


INPUT 


General  Trends  in  the  Banking  and 
Investment  Industry 

In  the  course  of  the  study,  a  number  of  trends  emerged  which  will  have 
both  short  and  long  term  impacts  on  the  use  of  information  systems  and 
relationships  with  suppliers  of  related  products  and  services. 

The  most  important  trend  is  the  importance  of  profitability  and  cost  sav- 
ings: This  is  an  obvious  factor  in  financially  weak  firms,  but  is  also  very 
important  in  firms  that  are  strong  financially. 

•  The  stronger  firms  see  the  current  business  environment  as  one  where 
they  can  gain  at  the  expense  of  weaker  firms. 

•  This  tendency  has  been  further  reinforced  by  the  current  recession. 
However,  the  basis  for  this  attitude  is  much  deeper,  flowing  from  the 
fact  that  most  firms  believe  that  the  1990s  will  be  relatively  difficult. 

This  underlying  business  uncertainty  has  affected  planning  in  general  and 
systems  planning  in  particular.  Long-term  planning  is  not  emphasized  in 
practically  all  financial  services  firms;  ad  hoc,  opportunistic  reactions  to 
immediate  problems  and  opportunities  are  far  more  common  than  in  the 
past. 

•  This  new  environment  places  special  burdens  on  the  IS  function,  which 
had  trouble  responding  in  a  timely  fashion  even  in  the  older,  more 
structured  environment. 

•  This  has  been  one  of  the  prime  causes  of  increased  user  control  of  the 
systems  function. 

Some  corporate  IS  organizations  have  adapted  well  to  the  new  environ- 
ment and  have  managed  to  retain  both  their  influence  and  a  fairly  tradi- 
tional organizational  structure.  For  most  IS  organizations,  though,  the 
period  since  the  mid-1980s  has  seen  considerable  change. 
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•  Users  tend  to  take  the  initiative  for  new  systems  much  more  often. 
Systems  initiatives  are  often  funded  directly  from  user  budgets  and  do 
not  flow  through  IS.  A  number  of  users  stressed  that  their  bottom  line 
responsibility  is  making  the  system  investment  decision  and  taking  the 
risk  directly. 

•  Central  IS  still  retains  the  responsibility  for  existing,  more  traditional 
systems  in  many  institutions  in  terms  of  operations  and  making  enhance- 
ments. 

•  The  user  departments  have  gained  increasing  influence  across  a  spec- 
trum of  activities,  including 

-  Increasing  their  own  IS  capabilities  up  to  and  including  being  self- 
contained  from  an  IS  standpoint 

-  Dealing  directly  with  suppliers,  especially  systems  integrators  and 
other  professional  services  organizations 

-  Taking  the  initiative  and,  sometimes,  the  responsibility  for  newer 
types  of  technological  environments  (e.g.,  workstations,  client/server, 
LAN-based  applications) 

Exhibit  A-l  summarizes  these  overall  trends,  over  a  time  scale  running 
from  the  mid-1980s  to  the  mid-1990s. 

•  The  picture  of  the  mid-1980s  is  of  a  largely  technically  driven  environ- 
ment that  functioned  in  relative  isolation. 

•  By  1995,  the  user  organizations  are  dominant.  The  IS  function  in  many 
organizations  will  be  analogous  to  the  telecommunications  management 
function  today:  a  technical  support  function  viewed  as  a  cost  center. 
This  environment  will  make  outsourcing  of  these  traditional  functions 
increasingly  accepted. 

Another  trend  is  the  changing  attitude  in  financial  institutions  toward  the 
use  of  new  technology.  One  aspect  of  the  distance  that  user  departments 
have  come  is  the  ease  in  which  they  view  the  use  of  technology,  even 
technology  that  would  be  new  to  the  firm: 

•  Many  user  departments  have  senior,  capable  IS  staff  attached  directly  to 
their  department.  These  people  are  looked  upon  as  interpreters  between 
business  needs  and  systems  capabilities.  These  IS  professionals  deal 
with  corporate  IS,  technical  consultants,  vendors,  and  project  implemen- 
tation firms. 

•  Corporate  IS  fulfills  this  same  function,  where  it  has  the  confidence  of 
user  management 
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•  Users  turn  to  outside  consultants  as  a  second  choice  in  performing  this 
kind  of  interpretation  function: 

-  It  is  felt  that  most  consultants  would  have  too  long  a  learning  curve  in 
understanding  the  firm  before  the  consultant  could  become  useful. 

-  An  obvious  exception  are  strategic  consultants  which  have  had  a  long 
history  of  working  with  a  firm  and  understand  it  well  This  situation 
represents  a  minority  of  cases,  however. 


EXHIBIT  A  1 


Trends  in  the  Financial  Services  Industry 


Trend 

Importance 

1985 

1990 

1995 

Cost  Savings  (overall) 

Medium 

High 

High 

Opportunistic  Business/ 
Systems  Initiatives 

Low/Medium 

Medium/High 

High 

IS  Influence 

Medium/High 

Medium 

Medium/Low 

User  Control  of  Systems: 
-Existing 

Low 

Low/Medium 

Medium 

-New  Initiatives 

Low/Medium 

Medium/High 

Medium/High 
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Planning  and  Information 
Technology  in  Financial  Service 
Firms — Interview  Guide 

1.  How  does  the  institution  decide  that  a  major  business  opportunity  or  problem  requires  analysis? 


Who  is  involved?  Who  decides? 


What  are  the  steps  involved? 


How  general  or  specific  are  the  issues  to  be  addressed?  [Examples] 


2.  When  such  study  begins,  who  from  the  institution  would  generally  be  involved  (e.g.,  functional 
units,  planning  units,  marketing,  internal  consulting,  IS)?  Is  it  customary  to  involve  an  outside 
organization?  How  are  they  selected? 
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How  formal  is  the  process? 


Who  contributes  to  the  list  (if  there  is  a  list)? 


Is  the  same  list  used  repeatedly?  How  are  new  firms  added  to  the  list? 


Is  the  selection  process  changing? 


Does  the  process  differ  based  on  the  type  or  size  of  project? 


If  a  general  business  issue  is  perceived  from  the  beginning  as  having  a  significant  information 
technology  component,  does  this  change  how  the  process  is  conducted? 


3.  Often,  the  general  business  analysis  process  will  indicate  a  need  for  new  or  revised  business 
systems  (business  process  re-engineering).  This  may  require  a  large  effort  for  detailed  system 
design,  followed  by  implementation  and  supplying  of  computer  equipment. 

What  do  you  see  as  the  pros  and  cons  of  using  a  single  firm  to  perform  all  four  functions  (general 
business  analysis,  systems  design,  systems  implementation,  and  supplying  equipment)? 
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Has  it  been  your  organization's  practice  to  use  a  single  firm  or  multiple  firms  for  different 
functional  parts  of  the  work?  Why?  What  has  been  the  experience?  Please  give  examples. 


Do  you  see  your  organization's  practice  changing? 


If  a  single  firm  is  used:  What  is  the  key  strength  that  is  looked  for?  E.g., 

A  vendor's  general  reputation 
Overall  industry  knowledge 
Prior  relationships 

Overall  financial  services  knowledge 
Knowledge  of  a  specific  application/function 
Technical  skills  and  knowledge 


4.  Which  outside  firms  has  your  firm  used,  or  considered  using,  in  any  or  all  of  the  four  areas 
discussed  earlier  [areas  listed  below]?  What  do  you  view  as  their  particular  strengths  and 
weaknesses?  (Place  comments  on  list  in  Question  5.) 


Areas  (for  reference) 
Business  analysis 
Systems  design 
Systems  implementation 
Supplying  hardware 
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5c  Are  there  other  outside  firms  that  you  have  knowledge  or  opinion  of?  (Use  list  as  guide.) 

A.D.  Little 
Andersen  Consulting 
Booz-Allen 
Coopers  &  Lybrand 
Deloitte-Touche 
Digtal  Equipment 
EDS 
IBM 

McKinsey 
NCR/AT&T 
Sun  (trading  only) 
H-P  (trading  only) 
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